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Segment
Information

The Financial Accounting Stand
ards Board (FASB) broke new
ground when it adopted a broad
standard requiring disclosure of
segment information in financial
statements. After review of selected
portions of that original standard,
this article will summarize the subse
quent changes which have been
made to narrow the scope of the
standard.
In adopting Statement No. 14 in
December of 1976, the FASB re
quired that business enterprises pro
vide disclosures about enterprise
operations in different industries,
about foreign operations and export
sales, and about major customers.
The Statement originally required
that these disclosures be included in
all complete sets of financial state
ments which present financial posi
tion, results of operations and
changes in financial position,
whether the financial statements
were for interim or for annual ac
counting periods.

FASB No. 14 defines an industry
segment as a component of a busi
ness enterprise which is engaged in
providing products or services pri
marily to unaffiliated customers. The
Statement provides guidelines for
use in identifying reportable seg
ments. Once such segments are iso
lated, the Statement requires dis
closure by segment of sales to
unaffiliated customers and interseg
ment sales, of operating profit or
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loss, and of the carrying amount of
identifiable assets. The Statement
also requires disclosure of similar
information if the enterprise has sub
stantial operations in foreign coun
tries or substantial amounts of ex
port sales.
Even though the enterprise is not
otherwise required to disclose infor
mation related to segments or
foreign operations, FASB No. 14
does require disclosures of the
amount of revenue from major
customers. The statement defines a
major customer as an entity from
which the enterprise derives ten per
cent or more of its revenue. Origi
nally, revenue from sales to all
domestic government agencies were
to be aggregated and, if the aggre
gate met the ten percent test, the ma
jor customer disclosures were to be
made. Similarly, revenues from sales
to all foreign governments were to
be aggregated to determine whether
the foreign governments were to be
considered a major customer.
After questions arose as to the ap
plicability of Statement No. 14 to in
terim periods, the FASB issued
Statement No. 18 in November, 1977.
FASB No. 18 eliminates any require
ment to report information specified
by FASB No. 14 in financial state
ments for interim periods. If segment
information is provided when not re
quired, the provisions of Statement
No. 14 govern.
In April of 1978, FASB Statement
No. 21 was issued in response to

concerns about the burdens placed
on small or closely held businesses
by the reporting provisions of certain
statements. The effect of FASB No.
21 is to suspend the provisions of
FASB No. 14 and of Accounting Prin
ciples Board Opinion No. 15, Earn
ings per Share for the financial state
ments of nonpublic enterprises, in
cluding separate financial state
ments of a subsidiary, corporate
joint venture or other investee which
meets the conditions specified in
FASB No. 21. Due to the definition of
nonpublic enterprises, certain
mutual associations, co-operatives,
and nonbusiness organizations are
also exempted from segment and
earnings per share reporting re
quirements.
The scope of FASB No. 14 was
reduced even further in December,
1978, by the issuance of FASB No.
24. FASB No. 24 deletes the require
ment to disclose segment informa
tion in the separate financial state
ments of parent companies or affili
ated companies if the separate state
ments are presented in the consoli
dated or combined financial reports
of the parent or investor. In addition,
segment information is no longer re
quired for financial statements pre
sented in the financial reports of
nonpublic enterprises and for cer
tain foreign investee companies. For
this purpose, a foreign investee is an
enterprise which is organized and
domiciled in a foreign country and
which has fifty percent or more of its
voting stock owned by residents of a
foreign country.
The most recent amendment to
FASB No. 14 was issued in August of
1979 and dealt with the definition of
major customers. FASB Statement
No. 30 eliminates the aggregation of
domestic government agencies and
of foreign governments for purposes
of determining whether the ten per
cent test is met and whether major
customer disclosures are required.
Henceforth, the federal government,
a state or local government, or a
foreign government shall each be
considered a single customer.
FASB Statements No. 18, No. 21
and No. 24 are effective retroactively
to the date of FASB No. 14, which
was effective for periods beginning
after December 15, 1976. FASB No.
30 is effective for fiscal years begin
ning after December 15, 1979, with
earlier application encouraged.
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In the three brief years since its
issuance of Statement No. 14, the
FASB has substantially reduced the
breadth of the Statement’s coverage.
It is important to realize that the
earnings per share and segment re
porting suspensions provided by
Statement No. 21 will last until the
FASB concludes whether certain in
formation should be disclosed in re
porting outside of the financial state
ments and whether differential re
porting provisions should apply to
certain enterprises. Similarly, the
ultimate disposition of segment dis
closures in interim statements
awaits the Board’s conclusions of
the currently inactive interim finan
cial reporting projects.

The Current Applicability of
Reporting Requirements For
Earnings Per Share and
Segment Information
Exhibit I was prepared by
BRADLEY J. SCHWIEGER, CPA,
Ph.D. and RONALD E. CARLSON,
CPA, Ph.D., Professors of Account
ing at St. Cloud State University, St.
Cloud, Minnesota. The decision tree
reflects the status of FASB No. 18,
No. 21, No. 24 and No. 30; however,
FASB No. 30 does not appear per se
as it applies only if FASB No. 14 is
applicable.
APB Opinion No. 15 and FASB
Statement No. 14 require most en
terprises to report earnings per
share and segment information in a
full set of financial statements in ac
cordance with generally accepted
accounting principles. APB Opinion
No. 15 and FASB Statement No. 14
were amended by FASB Statement
No. 21. FASB Statement No. 14 was
again amended by FASB Statements
No. 18, No. 24 and No. 30. Although
the amendments by Statements No.
18, No. 21 and No. 30 are applied
quite easily, the same cannot be said
for the amendment required by FASB
Statement No. 24. The purpose of the
decision tree below is to present the
relevant questions and answers con
cerning the application of these
statements. Ω
NOTES
1lf APB No. 15 and/or FASB No. 14 do not
apply and earnings per share or segment in
formation is nevertheless provided, that infor
mation should be presented in conformity
with the requirements of APB No. 15 or FASB
No. 14.
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The Educational
Foundation of

AWSCPA- ASWA
A Brief History, 1965-1979

The Foundation began with a
$100.00 contribution from Anne G.
Francis, one of the founders of
AWSCPA. This action was prompted
by a recommendation of the
AWSCPA Board to prepare an
educational film. Such a project,
along with funding of career
literature required more money than
either organization has available.
Therefore, it was felt that there was a
place for a non-profit foundation,
donations to which would be tax
deductible.
The first years of the Foundation
saw enough money being donated to
fund the cost of a career film in the
amount of approximately $11,000.
After that peak of interest, donations
fell off sharply and a feeling grew
that the name of the organization
should be changed to include
ASWA. There was considerable dis
cussion and in 1975 the name was
officially changed to the Educational
Foundation of AWSCPA-ASWA. At
the same time, the Foundation began
a campaign to raise funds for a
replacement career film.
In the meanwhile the Foundation
was funding career literature

published by both organizations,
funding complimentary subscrip
tions to The Woman CPA, funding
member surveys to make data avail
able regarding women in our field,
and guaranteeing funds for paid
banquet speakers.
Another major effort of the Foun
dation are the Management Semi
nars on the day preceding each
Spring and Fall meeting. The first
seminar had 36 in attendance, over
subscribed from the 30 maximum
that the leaders requested. The first
seminars lost modest amounts of
money but the Foundation felt that it
was worth keeping the price
nominal, in order to provide this
service to our members. However,
since the first few seminars the num
bers have grown from 36 to 170.
Another big step forward for the
Foundation was to fund a scholar
ship for a recipient nominated
through a chapter competition set up
by ASWA. The first two scholarships
were set at $1,000 each.
At the present time the Foundation
is working on five-year, long-range,
recommendations for funding from
AWSCPA and ASWA. Ω

2FASB No. 21 defines a nonpublic en
terprise as “an enterprise other than one (a)
whose debt or equity securities trade in a
public market on a foreign or domestic stock
exchange or in the over-the-counter market
(including securities quoted only locally or
regionally) or (b) that is required to file finan
cial statements with the Securities and Ex
change Commission. An enterprise is no
longer considered a non-public enterprise
when its financial statements are issued in
preparation for the sale of any class of
securities in a public market.”

3The first numbers in the parentheses refer
by number to FASB No. 18, No. 21 or No. 24
and the second numbers refer to a numbered
paragraph in the appropriate FASB State
ment.
4The term “statements” refers to a com
plete set of financial statements in accord
ance with generally accepted accounting
principles.
5FASB No. 14 does apply to consolidated or
combined statements.

